CITY OF SHOREVIEW
AGENDA
CITY COUNCIL WORKSHOP MEETING
AUGUST 8, 2016
7:00 P.M.

. DISCUSSION REGARDING I-35W MANAGEMENT LANE/COUNTY
ROAD | ACCESS CHANGES

. REVIEW OF PRELIMINARY 2017 TAX LEVY
. OTHER ISSUES

. ADJOURNMENT
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Mayor and City Council

TO:

FROM:

DATE: August 3, 2016
RE:

INTRODUCTION

Terry C. Schwerm, City Manager
Fred Espe, Finance Director

Preliminary Tax Levy Adoption

In order to meet statutory requirements for preparation of preliminary tax statements, the City
must adopt and certify a preliminary tax levy by September 30, the EDA and City Council must
adopt and certify the HRA levy by September 15. This memo provides information about

proposed revisions to the adopted 2017 budget (the second year of the biennial budget), in

preparation for adoption of a preliminary tax levy. The memo will review the proposed property
tax levy, residential property values, General Fund operating budget, and preliminary fund
balance projections for tax supported capital funds.

PRELIMINARY TAX LEVY

The table below provides a comparison of the 2017 recommended preliminary levy to the 2016
adopted levy. The adopted biennial budget provided for a 3.84% increase in the City’s property
tax levy. Changes made during this years’ budget review have resulted in an additional levy
increase of .08% for a total proposed levy increase of 3.92% shown in the table below.

2016 2017 2017 Change from 2016 Adopted | Impact
Adopted Original  Recommended to 2017 Recommended Levy | on Total
Description Levy Levy Levy Dollars Percent Levy *
General fund S 7,321,858 S 7,638,713 S 7,649,632 S 327,774 4.48% 3.07%
EDA 110,000 115,000 115,000 5,000 4.55% 0.05%
Debt (including Cent Garage) 731,000 733,000 731,000 - 0.00% 0.00%
Street Renewal fund 1,000,000 1,060,000 1,060,000 60,000 6.00% 0.56%
General Fixed Asset Repl fund 1,475,000 1,495,000 1,495,000 20,000 1.36% 0.19%
Capital Acquisition Fund (IT) 30,000 35,000 35,000 5,000 16.67% 0.05%
Total City Levy $ 10,667,858 S 11,076,713 S 11,085,632 | § 417,774 3.92% 3.92%
HRA tax levy S 100,000 105,000 $ 105,000 5,000 5.00%
Taxable value (estim for 2017) S 27,549,119 $ 28,733,000 | $ 1,183,881 4.30%
City tax rate (estim for 2017) 35.357% 35.345% -0.012% ©-0.03%
HRA tax rate (estim for 2017) 0.332% 0.336% 0.004% 1.20%
Fiscal disparity (estim for 2017) S 927,390 S 930,000 S 2,610 0.28%
Net Tax paid by property owners S 9,740,468 $ 10,155,632 |.S 415,164 4.26%
Change in Tax Paid by Prop Owners 4.71% 4.26%

* percent change in this column is computed as the impact on the "Total City Levy"

It should be noted that the 2017 taxable values, fiscal disparities and City tax rates shown in the
table are estimates. We expect Ramsey County will release preliminary values in Late August
(before the preliminary levy is adopted).




RESIDENTIAL PROPERTY VALUES

According to information provided by Ramsey County the median home value
in Shoreview will increase from $253,800 for 2016 taxes, to $267,300 for 2017
taxes (a 5.3% increase in value). The table at right shows the change in single
family home values since 2001.

Ramsey County’s most recent Assessment Report states that for suburban Ramsey
County, total residential value increased about 4.3%, commercial/industrial values
increased 2.6% and apartment values increased 17.9%. The Assessor also reports
that within suburban Ramsey County, about 76% of single-family home values
increased, 22% of home values decreased and 2% remained the same.

OPERATING BUDGET

Since the 2017 budget is considered an off-year budget, the City’s budget
process will involve evaluating and approving modifications to the previously
adopted budget. No new formal budget documents will be prepared. Instead,
Council will authorize amendments to the budget and CIP, and reports will be
prepared documenting those changes.

Median  Annual

Home Percent

Year Value Change
2001 $155,200 8.5%
2002 168,400 8.5%
2003 182,700 8.5%
2004 207,500 13.6%
2005 236,250 13.9%
2006 265,050 12.2%
2007 279,500 5.6%
2008 286,600 2.4%
2009 275,600 -3.8%
2010 262,200 -4.9%
2011 249,350 -4.9%
2012 235,700 -5.5%
2013 222,200 -5.7%
2014 224,500 1.0%
2015 247,500 10.2%
2016 253,800 2.5%
2017 267,300 53%

In preparing requested budget revisions, departments were instructed to avoid requesting
small/immaterial changes, or changes that net to zero (through an increase in one account with
a corresponding decrease in another account within the same activity). In this way the City
minimizes small budget modifications that are not significant enough to change the property tax

levy.

When originally adopted in December of 2015 the 2017 budget was prepared assuming a 2.5%
wage adjustment for regular staff and a $60 per month increase in the City-share of the health
insurance package, these assumptions have not changed. As a reminder, 12 years ago the City
changed its health insurance to a high-deductible plan and implemented a VEBA (voluntary
employee benefit association) plan that resulted in tremendous cost savings for both the City
and employees. During the first few years of this program the City’s health insurance premium
declined as a result of low usage by City employees and their families. This occurred at a time
when most health insurance premiums were increasing 8% to 12% annually. Shoreview’s
premiums continue to be far lower than Ramsey County (the City’s former plan) and many other

cities.




General Fund revenue and expense for 2016 and 2017 are shown in the table below. A listing of
specific items that impact the tax levy is provided on the next page, along with the estimated
percent impact on the total levy.

2016 2016 2017 2017 Change from Change from 2017
Original Revised Original Requested 2016 Budget Original Budget
Budget Estimate Budget Budget Dollars Percent Dollars Percent
Revenue
Property Taxes $7,321,858 $7,321,858 $7,638,713 $7,649,632 | S 327,774 45%| $ 10,919 0.1%
Licenses & Permits 354,000 515,250 317,700 323,050 (30,950) -8.7% 5,350 1.7%
Intergovernmental 480,622 482,622 480,622 482,622 2,000 0.4% 2,000 0.4%
Charges for Services 1,224,520 1,414,720 1,252,000 1,246,070 21,550 1.8% (5,930) -0.5%
Fines & Forfeits 42,500 42,500 42,500 42,500 - 0.0% - 0.0%
Interest Earnings 50,000 50,000 55,000 55,000 5,000 10.0% - 0.0%
Other Revenues 25,450 22,309 25,650 25,650 200 0.8% - 0.0%
Total revenue 9,498,950 9,849,259 9,812,185 9,824,524 325,574 3.4% 12,339 0.1%
Expenses
General Government 2,353,929 2,358,197 2,394,470 2,347,389 (6,540) -0.3% (47,081) -2.0%
Public Safety 3,570,920 3,570,920 3,691,870 3,745,270 174,350 4.9% 53,400 1.4%
Public Works 1,559,750 1,548,400 1,597,377 1,608,685 48,935 3.1% 11,308 0.7%
Parks and Recreation 1,781,505 1,768,502 1,892,649 1,888,744 107,239 6.0% (3,905) -0.2%
Community Development 645,346 668,157 664,819 663,436 17,590 2.7% (1,383) -0.2%
Total expenditures 9,911,950 9,914,176 10,241,185 10,253,524 341,574 3.4% 12,339 0.1%
Other Sources {Uses)
Transfers In 811,000 811,000 837,000 837,000 26,000 3.2% - 0.0%
Transfers Qut (398,000) {398,000) (408,000) {408,000} (10,000) 2.5% - 0.0%
Netincrease S - $ 348,083 S - $ -

A more detailed summary for the General Fund is attached to this report.




The first section of the box
shows changes resulting
from a reevaluation of all
General Fund revenues to
reflect current
development activity,
preliminary capital
projects, and transfers
from Utility funds. All
revenue changes
combined account for a
0.22% decrease in the total
tax levy.

The second section of the
box shows changes in
General Fund
expenditures. These items
account for 3.30% increase
in the total proposed tax
levy.

The net impact of General
Fund changes is a 3.07%
increase in the total tax
levy.

The EDA, debt funds and
capital funds account fora
0.84% increase in the tax
levy (for a combined
change in the levy of
3.92%).

Note: (brackets) indicate a decrease in the tax levy

2017

Increase

% Impact

(Decrease) on Total Levy

General Fund Revenue Changes

License and permits 30,950
MSA Maintenance (2,000)
Administrative charges to other funds {(18,800)
Administrative charges to capital projects 10,000
Engineering fees {(15,000)
Plan check fees 5,000
Earnings on investments (5,000)
Other revenues (2,950)
Transfer from Utility Funds (PILOT) (26,000)
General Fund Revenue Changes (23,800) -0.22%
General Fund Expenditure Changes
Wages full time employees 73,785
Wages full time employees - overtime (2,900}
Wages part-time employees regular (26,831)
Wages associate employees - regular (13,821)
PERA 10,147
FICA 2,679
Group insurance 38,207
Workers' compensation 4,610
Community survey 28,000
Election (24,500)
Property/Liability insurance 2,950
Police 120,200
Fire 54,100
Central Garage equipment/building charges 6,020
Supplies 4,940
Community Center building charge 9,100
Postage (3,000)
Tree removal 8,749
Traffic count studies 6,000
Public Works - ADA transition plan 10,000
Computer maintenance/support 21,169
Misc. other adjustments 11,870
Transfers out
Community Center 8,000
Recreation Programs 2,000
General Fund Expenditure Changes 351,574 3.30%
Total General Fund changes 327,774 3.07%
Levy Changes in All Other Funds
EDA Levy 5,000
Debt (Debt & Central Garage funds) -
Street Renewal fund 60,000
General Fixed Asset fund 20,000
Information Technology fund 5,000
Levy Changes in All Other Funds 90,000 0.84%
Total Change in City Levy 417,774 3.92%
HRA Levy 5,000 5.00%
Total Levy 422,774 3.93%




Below is a brief listing of specific items having an impact on the 2017 tax levy:

Revenue changes reflect slightly lower permit-related revenues, a slight increase in MSA
maintenance revenue, increased administrative charges, higher engineering fees for
capital projects and higher earnings on investments.

Elimination of the Human Resources management assistant and Park and Recreation
office tech part-time regular positions results in a $34,412 impact on the levy.

Wage costs include a 2.5% wage adjustment, a $60 per month increase in the City
contribution for health insurance, contributions to PERA and social security, and step
increases for employees not yet at the regular rate of pay for the position.

Workers’ compensation costs increased by $4,610 due to rate changes.

An allowance of 528,000 is included for a community survey.

Election costs are deleted for 2017.

Property/liability insurance rates are increasing slightly in 2017.

Police costs are increasing $120,200 or 5.8% due to cost of living and health insurance
adjustments and an additional investigator position due to increased caseloads.

Fire service costs are increasing $54,100 or 3.7%, due primarily to the addition of a full-
time Deputy Chief position.

Central garage charges paid by the General Fund are up due to equipment
replacements.

Office and cleaning supplies increased slightly.

Community Center building charges increased due to the operation and maintenance of
City Hall.

Postage decreased slightly.

Tree removal costs are up as a result of anticipated costs associated with the Emerald
Ash Borer (EAB) disease.

Public Works Administration and Engineering contractual fees are up as a result of costs
associated with traffic counts and an ADA transition plan.

Information system costs increased due to maintenance and support related to the new
financial software.

The impact of all other General Fund changes net to an $11,970 increase.

The EDA and HRA levies each increase $5,000 to cover additional staff time dedlcated to
EDA, HRA and Economic Development Commission costs.

Combined debt levies remain the same, for existing debt funds and maintenance center
debt.










Information Technology Fund projections indicate that tax levy increases equal to $5,000 per

year through 2018, and $10,000 in 2020 will support planned technology purchases. The small
tax levy is intended to assist in funding new technology purchases that cannot be funded

through replacement funds.

Information Technology Fund Estimated | Projected Projected Projected Projected Projected Projected
Capital Projections 2015 2016 2017 2018 2019 2020 2021
Revenue
Property taxes S 24855(S$ 30000 $§ 35000 $ 40,000 $ 40,000 S 50,000 S 50,000
Investment interest - 400 400 1,100 1,600 1,600 1,600
Total Revenues S 24855|S$ 30400 S 35400 S 41,100 S 41600 S 51,600 S 51,600
Expense
Computer equipment/software 206,873 582,266 148,200 211,900 186,800 176,800 215,800
Total Expense S 206,873 1S 582,266 S 148,200 S 211,900 S 186,800 S 176,800 S 215,800
Other Sources (Uses)
Transfers in/Gen Fixed Asset Fund 178,239 537,866 90,000 205,000 186,000 161,000 132,000
Transfers in/Water Fund 249 - 3,400 - 400 - -
Transfers in/Sewer Fund 249 - 3,400 - 400 400 400
Transfers in/Central Garage Fund - 1,000 14,000 - - - -
Total Other Sources (Uses) $ 178,737 | $ 538,866 S 110,800 $ 205,000 S 186,800 S 161,400 S 132,400
Net change (3,281)| (13,000} (2,000) 34,200 41,600 36,200  (31,800)
Fund equity, beginning 36,096 32,815 19,815 17,815 52,015 93,615 129,815
Fund equity, ending S 32815|S 19,815 $§ 17,815 § 52015 S 93,615 § 129,815 S 98,015
Months of capital coverage (avg exp) 1.0 0.9 2.5 4,5 6.3 4.8

1.6

A more detailed discussion regarding the capital improvement program will be held at a

workshop meeting this fall.

SUMMARY

Staff is seeking Council input on the proposed preliminary tax levy prior to adoption in
September. The HRA levy needs to be adopted at the Council’s September 6, 2016 meeting,
while the City’s preliminary levy does not need to be adopted until the Council’s second

meeting in September. In prior years, the City Council has adopted both of these levies at the

same meeting (first meeting in September). These levies are then used by the County to

prepare the preliminary tax notices that are sent out in late November.
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